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IBRD Loan in Peru 


The World Bank on April 3 made a loan equivalent 
to US$I5 million for the rehabilitation and modern- 
ization of Peru’s most important railway systems, the 
Central Railway and the Southern Railway. The New 
York Trust Company and Grace National Bank of 
New York are participating in the loan, without the 
World Bank’s guarantee, to the extent of $400,000, 
representing parts of the first two maturities which 
fall due on February 15 and August 15, 1961. 

The loan was made to the Peruvian Corporation 
Limited. This company is incorporated in the United 
Kingdom and, as a result of a reorganization in 1956, 
became a wholly owned subsidiary of the Peruvian 
Transport Corporation Limited, a new, privately owned 
Canadian company. Subsequently, the Peruvian Cor- 
poration undertook a three-year program to improve 
the services of the Central and Southern Railways, 
which it owns and operates. 

The Central and Southern Railways form the back- 
bone of Peru’s rail network. Their 830 route miles 
constitute about two thirds of all the railroads in Peru; 
the remainder consists mainly of extension and branch 
lines, largely owned by mining companies, and of short, 
feeder lines. Because of the difficult mountainous 
terrain, there are few good roads connecting the high- 
lands with the coast, and the railways are essential for 
the transport of bulk merchandise and such commodi- 
ties as ores, concentrates, and metals. The Central 
Railway serves Lima and adjoining Callao, Peru’s main 
port. It carries most of Peru’s mineral exports, which 
account for about 40 per cent of the country’s foreign 
exchange earnings. The Southern Railway, physically 
separate from the Central Railway, links the fertile 


GATT and International Trade Problems 


The panel of experts recently appointed to report on 
certain general trends in international trade to the 
Contracting Parties to the GATT (see this News Survey, 
Vol. X, p. 266) has been increased from three to four 
members by the appointment of Professor James Meade, 
of the University of Cambridge. The panel, which held 
a preliminary meeting at the end of February, will meet 
again in Geneva on July 7. 

Source: European Office of the United Nations, Press 
Release, Geneva, Switzerland, March 14, 1958. 


southern highlands, including Arequipa, Peru’s second 
largest city, with the ports of Mollendo and Matarani. 
The Southern is important not only to Peru but also to 
Bolivia; as one link in the transportation route connect- 
ing La Paz to Pacific ports, it carries much of Bolivia’s 
international trade. 


The program of improvement and construction of 
equipment, which will be undertaken with the assistance 
of Bank funds, is scheduled to be finished in 1960. It 
will cost a total equivalent to $20 million, of which 
$19 million will be in foreign exchange. The Bank’s 
loan will cover three quarters of the total cost, and the 
Corporation will finance the remainder from its own 
resources. 


The Bank's loan is for 15 years and bears interest of 
5 per cent per annum, including the 1 per cent com- 
mission which is allocated to the Bank’s Special Reserve. 
Amortization will begin February 15, 1961. The loan 
is guaranteed by the Government of Peru. The Govern- 
ment is entering into agreements with the Bank and 
with the Corporation regarding adjustments of railway 
tariffs and is also setting up an independent railway 
tariff commission which will keep it informed, and make 
recommendations, on matters affecting tariffs. 

This is the Bank’s ninth loan in Peru and brings the 
total loaned there to $56 million. The other loans were 
for improvements at the Port of Callao, agricultural 
development, irrigation, highway maintenance, and the 
construction of a cement plant. 

Source: International Bank for Reconstruction and 


Development, Press Release, Washington, 
D.C., April 3, 1958. 


Europe 
U.K. Gold and Dollar Reserves 


The U.K. Treasury has announced that gold and 
dollar reserves rose by $231 million during March, to 
$2,770 million. Apart from last October, when the 
total was swollen by the loan from the Export-Import 
Bank of Washington, this was the largest monthly gain 
in reserves since October 1950. Of the increase, $94 
million was accounted for by a receipt from the Euro- 
pean Payments Union relating to February. The Treas- 
ury also announced that transactions with the European 
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Payments Union during March led to a surplus of £5 
million, which will be settled by a receipt of $10.5 
million in April. 

The reserves have been rising steadily since the bank 
rate was raised to 7 per cent last September, but the rate 
of increase has been greater in the past two or three 
months. To some extent, this has reflected the growing 
confidence of foreign traders in the pound and a 
reversal of the speculative movement against sterling 
that was so prominent last fall. In addition, foreign 
money has been attracted to London to an increasing 
extent over the past two months by the high rates of 
interest available. Since the reduction in the bank rate 
to 6 per cent on March 20, foreign money has continued 
to move toward London; but the main support for the 
pound, and thus the main reason for the rise in gold 
reserves, has. come from genuine commercial. trans- 
actions. 


The U.K. trade balance has been benefiting greatly 
from the favorable turn in the terms of trade. A fall 
in commodity prices has already reduced the country’s 
import bill, while the value of U.K. exports, if not the 
volume, has so far been maintained. As a result, the 
gap between imports and exports in February was 
narrower than it has been for many years. This has led 
to streng support for the pound in the world’s exchange 
markets at a time when sales of sterling area commodi- 
ties are beginning to increase. 


Source: The Times, London, England, April 3, 1958. 


U.K. Balance of Payments in 1957 


The present estimate (Cmnd, 399) for the U.K. 
balance of payments on current account in July- 
December 1957 shows a surplus of £122 million, com- 
pared with a surplus of £98 million in the corresponding 
half of 1956. Between the two periods, the surplus 
with the rest of the sterling area rose from £183 million 
to £228 million; the current account deficit with non- 
sterling countries rose from £85 million to £106 mil- 
lion. The present estimate for the entire year 1957 
shows a surplus of £237 million, £29 million less than 
thg latest figure of £266 million for 1956, which has 
been revised upward substantially from earlier estimates. 


Long-term capital transactions on both government 
and private account show a marked change between 
the first and second halves of 1957: the net capital 
debit was reduced from the unusually high figure of 
£168 million in January-June to the extremely low 
figure of £21 million in July-December. The fall on 
private account, from £150 million to £110 million, 
was the result of the steps taken at the beginning of July 
to end the flow of capital into non-sterling securities 
through sterling area free markets (see this News 
Survey, Vol. X, p. 18), which had been abnormally 
large in January-June. There was an unusual net inflow 
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on government account in July-December, mainly owing 
to the drawing of £89 million from the line of credit 
with the Export-Import Bank of Washington. The gov- 
ernment capital account also benefited (as did the 
current account) from the arrangements made to defer 
payment on the U.S. and Canadian loans. The net 
total of long-term capital transactions over the year was 
a debit of £189 million, some £42 million less than the 
total estimated for 1956. It should be pointed out that 
the figures for private investment are very uncertain. 


The balance of current and long-term capital trans- 
actions thus showed a surplus of £101 million in July- 
December, following a deficit of £53 million in January- 
June. The total surplus of £48 million for the year 
compares with a surplus of £35 million in 1956. There 
was an unusually large positive balancing item of £134 
million for the year, but it is not possible to say whether 
this points to an underestimate of the current surplus, 
or an inflow of unidentified capital, or a combination 
of both. 


The main feature among financing items in July- 
December was the reduction of the sterling holdings of 
sterling area and non-sterling countries by a total of 
£227 million. Almost all of this reduction, £226 mil- 
lion, was in the holdings of the rest of the sterling area, 
whose earnings, which in any case tend to fall off in the 
second half of a year, were further reduced by declines 
in commodity prices at a time when their imports were 
rising. Holdings of non-sterling countries fell by only 
£1 million; however, changes in sterling holdings of 
this group included the accumulation of £67% million 
by the German Government, mainly in the third quar- 
ter, against future debt repayments, Owing to the large 
fall in sterling holdings, reserves fell by £38 million 
despite the special capital transactions referred to above. 
In January-June 1957, both the reserves and the over- 
seas sterling holdings had risen, so that the net result 
for the year 1957 was a fall of £154 million in overseas 
sterling holdings and a rise of £50 million in the reserves 
(compared with a fall of £155 million and a rise of £5 
million in 1956). This result represents a considerable 
improvement in the overseas monetary position, though 
at the expense of an increase in medium-term and long- 
term liabilities. At the end of 1957, gold and dollar 
reserves amounted to £812 million (US$2,273 million). 
Source: United Kingdom Balance of Payments, 1955 

to 1957 (Cmnd. 399), London, England, 
April 1958. 


The London Gold Price 


The dollar price of gold recorded in London on 
March 27, $35.10-35.12 per ounce, was the highest 
quoted since the market was reopened in March 1954. 
By March 1958, the price had been maintained well 
above the U.S. parity of $35 per fine ounce for more 
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than two and a half months. Market supplies of gold 
have been considerably reduced since the beginning of 
the year. Russian offerings came to an end in December, 
and the official offerings of South African production 
by the Bank of England are believed to have been cut 
to a trickle. The most important reason for the limited 
supplies recently available to the market is said to be 
the belief of many central banks that, in view of the 
onset of the U.S. recession, more reliance should be 
placed upon gold than upon dollars for reserve pur- 
poses. Central bank sales of gold have therefore been 
cut to a minimum. 


With a dollar price in London of $35.11 per ounce, 
it is a little cheaper to buy in New York, provided that 
the gold is not shifted from New York, and some trans- 
actions are believed to have been carried out on this 


Source: The Times, London, England, March 28, 1958. 


French Drawing on the Fund 


At the end of March, France purchased $50 million 
in U.S. dollars and $15 million in deutsche mark from 
the International Monetary Fund under the stand-by 
arrangement, concluded on January 30, 1958, which 
permits France to purchase with French francs up to 
$131.25 million in foreign currencies (see this News 
Survey, Vol. X, p. 241). Under an earlier stand-by 
arrangement, concluded in October 1956, France, in 
the period February-June 1957, purchased $262.5 
million from the Fund. 


Source: Le Monde, Paris, France, April 2, 1958. 


French Report Under Budget Law 


In order to ensure that government expenditures in 
France in 1958 would remain below a ceiling of 
F 5,300 billion, and that the total deficit of the 
Treasury for 1958 would be kept within a limit of 
F 600 billion, the Budget Law of December 30, 1957 
contains the novel provision that the Government shall 
submit three progress reports to Parliament in the 
course of the year 1958: one in February, one in June, 
and one in October. These reports shall describe the 
economic and financial developments of the recent past, 
reassess the prospects for the near future, and indicate 
what corrective measures, if any, the Government would 
take or propose to Parliament if the Treasury's deficit 
should threaten to exceed the limit of F 600 billion. 


In the first progress report, which the Government 
submitted to Parliament in mid-March 1958, the cash 
deficit of the Treasury for 1957 was estimated at F 1,002 
billion. This deficit was of the same order of magni- 
tude as in 1956 (F 1,004 billion), but its financing 
presented much greater difficulties in 1957 than in 
the preceding year. Whereas the Treasury in 1956 had 
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been able to mobilize funds by issuing long-term loans 
and treasury paper for a total sum of F 510 billion, it 
raised only F 194 billion in this manner in 1957. More- 
over, funds available to the Treasury from its “corre- 
spondents” (Caisse des Dépéts et Consignations and 
various local authorities and state agencies) also were 
considerably smaller in 1957. The main reasons for 
this were a reduction in the amount of small savings 
collected by the Caisse des Dépéts et Consignations, 
and a reduction in the surplus funds of most other 
“correspondents.” As a result of the decline in avail- 
able funds, the Treasury, which in 1956 had been able 
to reduce its debt to the central bank by F 71 billion, 
was forced in 1957 to avail itself of F 452 billion of 
net new advances from the Bank of France. 

As total government expenditure for 1958 threatened 
to exceed the ceiling of F 5,300 -billion~set-by the 
Budget Law, the Government in March 1958 was forced 
to undertake further cuts in expenditure. Mainly as a 
result of price increases and of new developments in 
North Africa, the original estimates for total govern- 
ment expenditures were exceeded by F 103.5 billion 
(F 95 billion of which was military expenditure). To 
make up for this increase, the Government reduced 
certain categories of expenditure (particularly pur- 
chases of military equipment) to an equivalent amount. 


In another part of its progress report, the Govern- 
ment expressed the view that its anti-inflationary policies 
would have failed if it had not received, at the end of 
January 1958, international credits (see this News 
Survey, Vol. X, p. 241) which allowed France to 
continue to import the fuel and raw materials needed. 


Furthermore, the Government recalled that in recent 
months it had taken a number of measures to promote 
exports (see this News Survey, Vol. X, p. 298) and 
that further measures were envisaged. It stated that 
the export promotion policy would succeed only if 
stability of the internal price level could be achieved. 
The Government was taking action against further 
increases in the cost of living, and hoped that seasonal 
influences in the spring would stabilize the prices of 
food products and, therefore, the cost of living. 


The Government also recalled the action taken on 
February 7 to limit credit—both short-term and 
medium-term—extended by commercial banks to an 
amount equal to the average of the credit outstanding 
on September 30 and on December 31, 1957 (see this 
News Survey, Vol. X, p. 267). Recently, the Govern- 
ment also decided to require prior authorization of the 
Ministry of Finance for any issue of shares or bonds 
for an amount equal to or exceeding F 100 million. 
The report stated that, as a result of these measures, 
credit to the private sector of the economy should be 
effectively stabilized. 


Concluding the report, the Government reaffirmed its 
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determination to pursue a strong anti-inflationary policy 

SO as to expedite the recovery of the French economy. 

Source: Compte Rendu sur l'Execution du Budget et 
les Perspectives Economiques et Financiéres 
pour l’'Année 1958 présenté a l' Assemblée 
Nationale, Paris, France, 1958. 


Belgian Discount Rate 


Effective March 27, the National Bank of Belgium 
reduced its discount rate (i.e., the interest rate on 
discounts of accepted bills domiciled with banks) from 
4.50 per cent—the rate that had been in effect since 
July 25, 1957—to 4.25 per cent per annum. At the 
same time, the National Bank raised its other interest 
rates on loans by % per cent, with the exception of 
the interest rate charged on advances against certificates 
with a maturity no longer than 366 days, issued either 
by the Treasury or the Fonds des Rentes (see this News 
Survey, Vol. X, p. 243), which remains unchanged. 

The reduction of the discount and other rates has 
taken place after a period during which money market 
conditions in Belgium have eased considerably and 
discount rates in important financial centers of the 
world have been reduced. 

Source: Agence Economique et Financiére, Brussels, 
Belgium, March 27, 1958. 


Swiss Credit Policy 


The Swiss National Bank in March abolished the 
gentlemen’s agreement with commercial and other 
banks, in effect since mid-1955, under which most of 
the Swiss banks maintained balances with the central 
bank corresponding to specified ratios of their short- 
term liabilities. The banks were requested, however, to 
remain selective in granting credit and, in particular, 
to refuse loans for speculative purposes. The National 
Bank also terminated at the same time the agreement 
under which deposits of nonresidents above a certain 
amount had not earned interest and had been with- 
drawable only at 60 days’ notice. 

Source: Federal Reserve Bank of New York, Monthly 
Review of Credit and Business Conditions, 
New York, N.Y., April 1958. 


Norwegian Shipping Prospects 


Some 400,000 tons, or about 4 per cent, of Norway’s 
merchant marine is now laid up because of the depres- 
sion in the world freight market. However, since most 
Norwegian ships are chartered for periods of five to 
ten years at fixed rates, only one fifth of the total fleet 
is directly affected by the slump. From a long-range 
viewpoint, Norwegian shipping experts believe there is 
reason to be optimistic about the prospects, though 
some firms are presently in serious difficulties. 
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Norwegian freight earnings for 1958 are estimated 
at about NKr 2,900 million (US$406 million), or about 
NKr 400 million less than for 1957. Considering the 
sharp decline in spot freight rates, shipping officials 
feel this would be a fairly moderate drop. 

Source: Norwegian Information Service, News of Nor- 
way, Washington, D.C., March 20, 1958. 


Icelandic Economic Problems 


in an address at a meeting of bank managers and 
representatives of the Government, the Governor of 
the National Bank of Iceland stated that a clear sign 
of inflationary conditions in Iceland is the increase in 
subsidies paid to the export industries. The total 
amount of subsidies rose from IKr 30 million in 1956 
to IKr 359 million in 1957. 

It is continuously becoming more obvious, the Gov- 
ernor stated, that the solution to the inflationary prob- 
lem is a comprehensive change in general economic 
policy. In the first place, it is essential to correct the 
prevailing difference between the price levels in Iceland 
and abroad in order that the subsidy system may be 
abolished. Second, it is necessary to revise the finance 
and investment policies of the Treasury and other public 
institutions. Preventive measures have to be adopted 
against the practice of embarking for many suc- 
cessive years upon costly enterprises without having 
previously secured the capital required to complete 
them. This practice has resulted in vast sums of money 
being tied up in uncompleted works while at the same 
time, with a view to averting still greater losses on these 
projects, borrowing or even inflation has been resorted 
to. Finally, it was pointed out that measures would 
have to be taken to encourage thrift and savings in 
order that capital may be created in a healthier way. 
The most promising method for attaining this, accord- 
ing to the Governor, is to guarantee the purchasing 
power of savings deposits as well as of short-term 
government bonds. 

Source: Deutsche Bundesbank, Ausziige aus Presse- 
artikeln, Frankfurt am Main, Germany, 
March 26, 1958. 


Austrian Budget Results for 1957 


The Austrian Ministry of Finance has announced 
that the over-all deficit in the federal budget for the 
calendar year 1957 was 1.27 billion schillings, which 
was 0.30 billion schillings less than the deficit of 1.57 
billion schillings in the budget estimate. The ordinary 
budget showed a surplus of 0.28 billion schillings, with 
receipts amounting to 34.75 billion schillings and expen- 
ditures to 34.47 billion schillings; these receipts were 
3.80 billion schillings more than had been estimated, 
and expenditures exceeded the estimate by 2.66 billion 
schillings. In the extraordinary budget, expenditures 
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(for investments) were 1.83 billion schillings, of which 
only a small part (0.28 billion) was covered by releases 
frorn counterpart funds and the surplus of the ordinary 
budget (another 0.28 billion); the greater part of the 
deficit was financed by loan operations, including a 
Swiss credit for the Austrian Federal Railroads, and 
internal long-term and short-term borrowing (Trans- 
portation Loan, Treasury Certificates) by the Austrian 
Government. A comparison with actual budget results 
in 1956 shows that total budget receipts in 1957 
increased by 4.7 billion schillings, or about 16 per 
cent, and expenditures rose by 5.2 billion schillings, 
or about 17 per cent; the over-all budget deficit was 
about 0.5 billion schillings greater than the actual 
budget deficit in 1956. 
Sources: Osterreichsches Institut fiir Wirtschaftsfor- 
schung, Monatsberichte, Vienna, Austria, 
No. 2, 1958; Neue Ziircher Zeitung, Ziirich, 
Switzerland, March 28, 1958. 


Middle East 
Exports and Prices of Egyptian Cotton 


Two measures designed to promote exports and to 
stabilize domestic prices of Egyptian cotton were an- 
nounced by the Ministry of National Economy on 
March 25. The first measure reduced export duties 
from LE 2.75 to LE 2.25 per kantar of long-staple 
cotton, and from LE 1.38 to LE 0.88 per kantar of 
medium-staple cotton. The second measure provided 
a government guarantee of minimum prices at the 
levels prevailing in Alexandria on March 22 (which 
were LE 15.60 per kantar of Karnak long-staple and 
LE 13.31 per kantar of Ashmouni medium-staple cot- 
ton). The guarantee is in the form of a commitment 
on the part of the Government to purchase at these 
prices all cotton offered for sale on August 31, 1958, 
the end of the 1957-58 season. Minimum support 
levels previously enforced by the Egyptian Cotton Com- 
mission had been LE 13.80 per kantar of Karnak cotton 
and LE 11.00 per kantar of Ashmouni. Cotton exports 
and sales for local consumption amounted to 4.1 mil- 
lion kantars on March 19, which represents 42.1 per 
cent of available supplies. 


Source: Al Ahram, Cairo, Egypt, March 26, 1958. 


Sudan's Foreign Trade 


Final returns for Sudan’s foreign trade in 1957 show 
a trade deficit of LSd 17.5 million, compared with a 
surplus of LSd 19.5 million in 1956. The value of 
exports was LSd 45.5 million, a drop of about LSd 20.0 
million, while imports increased by LSd 17.0 million, 
to LSd 63.0 million. The largest single factor for the 
deterioration in the foreign trade balance was the loss 
of markets for Sudan’s cotton. The value of cotton 
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exports dropped from slightly under LSd 41.0 million 
in 1956 to LSd 21.2 million in 1957. Exports of gum 
arabic fell from LSd 5.4 million to LSd 4.5 million, 
but this loss was more than compensated by increases 
in exports of groundnuts, sesame, durra, cattle, and 
cottonseed. All the main imports increased during the 
year; the most outstanding was the increase in imports 
of machinery to LSd 6.9 million, nearly double the 
1956 figure. 

The United Kingdom continued to be Sudan’s chief 
supplier and customer, although its share in the coun- 
try’s total trade dropped from 30.9 per cent in 1956 to 
25.2 per cent in 1957. Sudanese statistics give the 
value of imports from the United Kingdom as LSd 16.7 
million in 1957, compared with LSd 12.5 million in 
1956, and of exports to the United Kingdom as LSd 10.6 
million, against LSd 22.0 million in 1956. Other 
important suppliers were India, Egypt, Japan, and West 
Germany. After the United Kingdom, the best cus- 
tomers, in order of importance, were Egypt, Italy, India, 
France, West Germany, Saudi Arabia, and the United 
States. 

Source: Middle East Economic Digest, London, Eng- 
land, February 21, 1958. 


Banking in Iraq 


The amount that banks operating in Iraq are per- 
mitted to invest abroad has been reduced from 50 per 
cent to 30 per cent of their capital and deposits. The 
Minister of Finance has stated that this step was taken 
in view of Iraq’s tight money position and its need for 
capital for development purposes. 

Source: Middle East Economist and Financial Service, 
Forest Hills, N.Y., February 1958. 


Iraqi Oil for Jordan 


Agreement has been reached in principle for 
government-owned petroleum refineries in Iraq to sup- 
ply Jordan with petroleum products. Jordan’s annual 
imports of petroleum products have amounted to the 
equivalent of about US$7 million, constituting about 
9 per cent of total imports. Iraq's refineries are pre- 
vented from producing for export by the clause in the 
agreement with the Iraq Petroleum Company stipulating 
that government-owned refineries confine their produc- 
tion to that needed for local consumption. The expan- 
sion of the operation of these refineries is expected to 
reduce costs significantly. 

Source: Middle East Economic Digest, London, Eng- 
land, March 7, 1958. 


Far East 
Indian Import Policy 


Although India’s import policy for the six months’ 
licensing period April-September 1958 remains sub- 
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stantially the same as in the preceding period, some 
marginal changes have been effected with a view to 
ensuring essential raw materials for certain industries. 
The import quotas that have been increased are pri- 
marily on items required by the textile and chemical 
industries, including accessories and component parts 
of roller bearings, spare parts for machinery, chemicals 
not otherwise specified, industrial gums and resins, 
and certain abrasives. Quotas have also been increased 
for photographic sensitized material and paper; new 
quotas have been granted for farm tractors and printing 
machinery; and about 65 items have been liberalized. 
On the other hand, about 125 items have been further 
restricted or banned. Quotas have been reduced for 
imports of fish, fruit, milk foods, coal tar dyes, a few 
types of motor vehicle parts, PVC compound, and 
steel files. 


The allocation of foreign exchange for certain indus- 
trial raw materials will be increased by approximately 
Rs 100 million (US$21 million). Since import licenses 
for nonferrous metals for the new licensing period have 
already been issued, and in view of the reported short- 
ages, it is likely that a few additional licenses will be 
issued. 

The issue of advance licenses for the period 
October 1958-March 1959 is under active considera- 
tion, in order to enable actual users to make forward 
purchases and to arrange shipments at the beginning 
of that period. Actual users have been provided with 
import licenses for about 35 items. 


In regard to capital goods, import licenses will be 
issued if their value is covered by long-term foreign 
investment; otherwise, the importer will be required to 
show that the terms of payment are such that they can 
be met out of the saving in foreign exchange which 
the project is expected to effect. 


During the previous licensing period, October 1957- 
March 1958, the total value of import licenses issued 
amounted to Rs 3.16 billion ($664 million), compared 
with Rs 5.56 billion ($1,168 million) for January- 
September 1957 and Rs 6.43 billion ($1,350 million) 
for July-December 1956. 

Sources: The Financial Times, London, England, 
April 1, 1958; The Times of India, Bombay, 
India, April 2, 1958. 


Tea Export Duty in Ceylon 


The Government of Ceylon announced on March 24 
an increase from 65 Ceylon cents to 70 cents per 
pound in the export duty on “high-grown” tea. At the 
same time, it announced that after March 31 teas 
which fetch prices less than Rs 1.50, but not less than 
60 Ceylon cents, per pound at the Colombo auctions 
will be eligible for a rebate of duty equivalent to the 
difference between the sale price and Rs 1.50 per 
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pound, the maximum rebate to be 50 Ceylon cents. It 

is stated that the rebate scheme is a temporary measure 

to give immediate relief to producers, and that other 

measures to support the tea industry in times of ab- 

normal price movements are under consideration. 

Source: The Financial Times, London, England, 
March 25, 1958. 


Malayan Interest Rates 


The Malayan Exchange Banks’ Association an- 
nounced on March 28 that all bank rates in the Federa- 
tion of Malaya and Singapore will be reduced by “% 
per cent from April 1. The minimum agreed overdraft 
rates are 6% per cent for clean advances and for 
advances against commodities and government secu- 
rities. ; 

Source: The Financial Times, London, England, 
March 29, 1958. 


Taiwan's Diplomatic Exchange Rate 


The Chinese Government in Taiwan has revised the 
exchange rate for diplomatic receipts from NT$35 per 
U.S. dollar to NT$36, effective April 1, 1958. The last 
revision became effective on March 1, when the rate 
was changed from NT$34 to NT$35 per U.S. dollar 
(see this News Survey, Vol. X, p. 285). 


United States and Canada 


U.S. Unemployment 


Unemployment in the United States rose by 25,000 
in March, to 5,198,000, compared with 5,173,000 in 
February of this year and 2,882,000 in March 1957. 
The March increase was considerably smaller than the 
increases recorded in the previous three months. How- 
ever, on a seasonally adjusted basis, unemployment in 
March was 4,800,000, compared with 4,570,000 in 
February; and the seasonally adjusted rate of unemploy- 
ment rose from 6.7 per cent of the civilian labor force 
in February to 7.0 per cent in March. Total employ- 
ment in March, at 62,288,000, was about 300,000 
greater than in February, but the rise was smaller than 
the usual seasonal increase which accompanies the 
pick-up in business activity at the end of winter. 
Source: The Washington Post and Times-Herald, 

Washington, D.C., April 8, 1958. 


Canada’s Balance of Payments 


Although Canada’s trade deficit in 1957 was $150 
million less than the 1956 deficit (see this News Survey, 
Vol. X, p. 255), the deficit on current account, $1.38 
billion, was almost the same as in 1956. Higher pay- 
ments for interest and dividends to nonresidents and 
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a larger gap in the transportation sector were mainly 
responsible for the widening deficit in the noncommod- 
ity accounts. Official contributions to other countries 
were also larger, owing chiefly to higher Colombo Plan 
outlays. There was, however, a more than seasonal 
decrease in the current account deficit between the first 
and the second half of the year, from $940 million to 
$440 million. The diverging trends of a declining 
import surplus in trade and an increasing deficit in the 
balance on invisibles was particularly pronounced in 
the fourth quarter, when the imbalance on commodity 
account nearly disappeared—owing to a substantial fall 
in imports—but the deficit from other current transac- 
tions was higher than ever before. 

The offsetting capital inflow also declined in the latter 
part of the year. New issues of Canadian securities 
abroad, especially corporate securities, were sharply 
reduced in both the third and fourth quarters. Over the 
year as a whole, however, portfolio security transactions 
were the most important type of capital movement, and 
trade in new and outstanding Canadian bonds and stocks 
resulted in a net inflow of more than $700 million, only 
slightly below the 1956 figure of $750 million. Move- 
ments of direct investment capital into the country were 
fairly stable during the year, and the net inflow of equity 
capital was close to half a billion dollars, as in 1956. 
Also as in 1956, approximately one third of net capital 
formation seems to have been financed from foreign 
resources; by the end of 1957, the balance of indebted- 
ness to other countries had risen to over $11 billion, 
compared with $3.7 billion in 1949. “Other” capital 
movements, which represent mainly short-term trans- 
actions, were $60 million in 1957, about half the 1956 
amount. 

Counteracting the sharp fall in the exchange rate of 
the Canadian dollar after August 20, official holdings of 
gold and U.S. dollars were reduced by about US$150 
million in the latter part of the year after an increase of 
almost, $40 million in the first seven months. 

Source: Dominion Bureau of Statistics, Daily Bulletin, 
Ottawa, Canada, March 11, 1958. 


Latin America 
Colombia's Exchange Position 


Colombia’s coffee exports improved in the second 
half of 1957, but for the year as a whole their volume 
was 5 per cent less than in 1956 and prices averaged 
14 per cent lower. As import licenses were sharply 
curtailed during the first half of the year and some 
foreign loans were obtained, gold and dollar reserves of 
the central. bank increased slightly, from $131 million 
at the end of 1956 to $145 million at the end of 1957. 
Early in 1958, foreign payments increased sharply, and 
gold and exchange holdings declined to $124 million 
at the end of January. The central bank tightened credit 
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in 1957 and again in February 1958, when it also 
announced that import deposits would be held for 60 
days after customs clearance. It is estimated that, to 
enable Colombia to meet its external debt obligations 
scheduled for 1958, average monthly imports should 
not exceed $25 million. This would mean a level of 
imports comparable to that of 1949, 


The exchange rate in the certificate market moved 
from 4.80 pesos per U.S. dollar in July 1957 to a low 
of 6.18 pesos on February 26, 1958. On March 3, an 
effective ceiling of 6.10 pesos was set for exchange 
certificates. 

A new foreign exchange auction system was estab- 
lished early in April. Exporters are required to sur- 
render their export proceeds at the rate of 6.10 pesos, 
and auctions of exchange are to be held for importers 
three times a week. The difference between the auction 
prices and the rate at which the Government buys 
dollars will go to a fund for the Government’s coffee 
price support program. At the first auction held on 
April 7, dollars were sold in lots of $1,000, $5,000, 
$10,000, $50,000, and $100,000. The prices paid by 
importers tended to vary according to the amount 
bought and ranged between 6.22 pesos and 7.16 pesos 
per dollar. 

Sources: The Chase Manhattan Bank, Latin-American 
Business Highlights, New York, N.Y., First 
Quarter 1958; International Monetary Fund, 
International Financial Statistics, Washington, 
D.C., April 1958; The Journal of Commerce, 
New York, N.Y., April 8 and 9, 1958. 


Paraguayan Stabilization Program 


Paraguay’s development has been impeded by the 
economic distortions fostered by nearly three decades 
of inflation which have resulted in stagnation of pro- 
duction, a low rate of capital formation, and a general 
flight from’ the national currency into real estate or 
foreign currencies. Largely because of inflation, Para- 
guay’s export products tended to be overpriced in inter- 
national markets. At the same time, the demand for 
imports tended to exceed the availability of foreign 
exchange to pay for them. Under these conditions, 
Paraguay resorted to an elaborate multiple exchange 
system, which aimed at encouraging exports and keep- 
ing down the cost of essential imports. By the spring 
of 1956, there were 21 different exchange rates, ranging 
from @ 21 to @ 75 per U.S. dollar. 

In its difficult economic situation of 1956, Paraguay, 
acting on the recommendations of the International 
Monetary Fund, in March devalued the guarani to @ 60 
per U.S. dollar and simplified its complex system of 
exchange controls and multiple exchange rates. At the 
same time, bank credit was tightened and other anti- 
inflationary measures adopted. ; 
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In August 1957, Paraguay shifted to a completely 
free exchange system. This move was made possible 
with the help of a $11 million stand-by arrangement 
with the Fund and the U.S. Treasury in support of the 
new exchange system. Since then, the free market rate 
for the guarani has fluctuated between @ 90 and @ 115 
per U.S. dollar, and the pace of inflation has been 
slowing down. The money supply in November 1957 
was actually less than in November 1956. The cost of 
living index, which had increased by 23 per cent in 
1955 and by 27 per cent in 1956, rose by 8 per cent 
in 1957. 

In addition to the steps taken to check inflation, the 
Paraguayan Government has taken other measures to 
create attractive conditions for the foreign capital which 
is needed to open up the country, to organize markets, 
and to develop processing industries. Legislation has 
been enacted which exempts approved capital goods 
imports from customs duties, grants other special tax 
privileges, and permits free remittance of profits. 
Source: The First National City Bank of New York, 

Foreign Information Service, Paraguay, New 
York, N.Y., February 1958. 


Other Countries 


Australian Import Restrictions 


Australia’s Minister for Trade has announced that 
for the new four-month licensing period starting April 1 
there will be no change in the ceiling of approximately 
£A 800 million per annum for total imports. Certain 
basic raw materials, which are already being licensed 
to full requirements, will be exempt from import 
licensing. Goods to be so treated are, for example, 
nickel ingots, narcotics, drugs, rock phosphate, some 
manures, ferrous alloys, industrial diamonds, and 
abrasives. Importers will be asked to supply informa- 
tion concerning their requirements so that imports may 
be forecast. Books from non-dollar areas will also be 
exempt from licensing, and books, except fiction, from 
the dollar area will be placed on the no-quota-restriction 
list, which means that licenses will be issued freely. 


Licensing procedures applied to certain goods from 
the dollar area will be simplified, and more goods will 
be licensed without discrimination against dollar area 
sources of supply. Such goods include nickel anodes, 
boric acid, boron, salts, manila hemp, medicinal paraf- 
fin, and thermite and other welding components. 
Sources: The Financial Times and The Times, London, 

England, March 31, 1958. 


Credit Measures in New Zealand 


The Finance Minister of New Zealand has called for 
a reduction in bank overdrafts of about £NZ 10 million 
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a month in April, May, and June. On March 12 total 
overdrafts had reached £NZ 184.5 million, and the 
banks were asked to reduce them to £NZ 156 million 
by the end of June. The Minister considered that this 
reduction could be realized without serious dislocation 
of business; overdrafts normally reach a peak at this 
time of year because of income tax payments. The 
banks were asked to keep in mind that it is desirable 
that adequate working capital be made available to 
manufacturers and that credit restriction should not 
force traders to realize stocks at a loss. 


Source: The Financial London, 
March 27, 1958. 


Times, England, 


Cocoa Purchases in Ghana in 1957-58 Season 


Purchases of main crop cocoa by the Ghana Cocoa 
Marketing Board ceased on February 27. The cumu- 
lative total of these purchases up to that date was 
194,735 tons, compared with 271,741 tons at the end 
of the main crop season last year. Owing to the reduced 
tonnage of cocoa purchased and the lower price paid 
this season (72s. per load of 60 pounds, compared with 
80s. per load for the 1956-57 season main crop), 
approximately £10 million less has been paid by the 
Marketing Board to farmers in Ghana. 


Source: Barclays Bank D.C.O., Overseas Review, Lon- 
don, England, March 1958. 


Marginal Gold Mines in Ghana 


At the annual meeting of one of the gold mining 
companies operating in Ghana, it was stated that the 
Government of Ghana has undertaken to bring to 
Ghana an independent mining expert who will report 
on the state of the gold mining industry, with a view 
to the passing of new legislation granting a subsidy to 
marginal or low-grade mines on the lines of similar 
legislation enacted in both Canada and Australia. 


Source: The Times, London, England, April 2, 1958. 
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